many ChoiceCare patients they admitted to hospitals or how long they stayed.... H.E.W. told ChoiceCare's board of directors, which is dominated by doctors, that if the organization's patients exceeded a certain number of hospital days per thousand, the doctors would get less money for treating ChoiceCare members. The doctors balked. Last month, they voted 87 to 24 against renewing the corporation's contract with ChoiceCare for 1980. &dquo;We were already doing everything an H.M.O. is supposed to do in this community,&dquo; said Dr. John Baloney, chairman of Physicians Service Corporation. &dquo;The cost of health care and hospital utilization is low here to begin with. We decided ChoiceCare would be divisive to the medical community and would serve no purpose.&dquo; Ted Weinberg, H.E.W.'s director of compliance for the Health Maintenance Organization program, said ... that he was &dquo;very upset&dquo; about the decision. &dquo;Three years ago the physicians in Fort Collins had a much different sentiment,&dquo; he said. &dquo;It is the medical community that makes an H.M.O. program work. The physicians did not assume responsibility for the organization.&dquo;
Colorado's Insurance Commissioner, Richard Barnes, is now in charge of distributing whatever assets remain to ChoiceCare's creditors. The organization owes the Federal Government $700,000 received as a loan four years ago, and it owes $1 million to physicians and hospitals that treated ChoiceCare patients.
ChoiceCare's executive director, Ed Petras, said Fort Collins doctors were never committed to developing a legitimate Health iVlaintenance Organization. &dquo;They got their $700,000 lump sum loan four years ago and went onfat, dumb and happy,&dquo; said Mr. Petras, who was hired in September to resuscitate the failing operation. &dquo;They had the opportunity to prove to everyone that they could control the cost of health care. If physicians don't begin to prove that, health care is going to become a public utility.&dquo; Multispecialty Groups &dquo;Fee-for-Service Groups Project Sizable Increase in HMO Revenue,&dquo; Group Health News 20:2 October 1979 A significant number of multispecialty, fee-for-service group practices that provide some treatment for HMO patients project a 100 percent increase in their HMO revenue over the next two years, according to a survey of its members by the Medical Group Management Asso-ciation (lB1GlB1A). The MGMA represents over half of the administrators nationally who manage large, multispecialty medical group practices.
The MGMA mailed questionnaires ... to over 1,800 members to determine how involved its members are with existing HMOs and how interested they are in starting new HMOs. The results produced some new evidence of increased HMO activity among potentially prime HNIO supportersmultispecialty group practicesaccording to the survey's author, MGMA Associate Director Fred Graham, Ph.D. 149 NIGMA members reported some current HMO involvement, but almost half of these derive less than 10 percent of their revenue from HMOs. But most expect their HMO revenues to double in two years, presumably due to new HMO membership growth. Most of the groups said that a major advantage of their HNIO relationships was improved cash flow and &dquo;increased sensitivity to cost effectiveness.&dquo; The survey was divided into three types of groups: (1) medical group administrato.rs with no current or future interest in H1IO development ;
(2) medical group administrators not currently involved with HMOs but at various stages of development; and (3) medical group administrators currently involved with HMOs. Interestingly, few of the administrators are physicians, according to Dr. Graham, and represent larger than average medical groups.
Over 46 percent of the administrators reported no interest in HMOS (survey group 1), citing opposition to the HMO concept by both the group's physicians and the medical community at large. The groups not interested in HMOs tend to be in areas with little H~1~I0 activity, leading Dr. Graham to. surmise that competition from HMOs is a motivating factor when fee-for-service groups do become interested in HNIOs. He also found &dquo;those groups that are exploring HMO involvement are on average larger than those that expressed no interest.&dquo; He also notes that not only new groups are exploring HMO involvement but also a significant number of more established groups are investigating some HMO relationships.
Thirty-six percent of the group administrators say they are &dquo;considering the possibility of participating in some type of HMO (survey group 2). Most say they are only in the preliminary stages oaf investigating HMOs and are only to the point of gathering more information. About a third have advanced to the point of serious study and are &dquo;focusing on specific questions.&dquo; Twenty groups are actually in the final stages of developing an HMO that they expect to become operational. Only two of these HMOs are federally qualified, but the majority of the other preoperational HlB10s associated with these groups expect to become qualified within two years. The most common means reported of investigating HMOs is through direct contact with area HMOs, educational meetings, and HMO-related literature. Interestingly, less than eight percent of the groups have applied for public or private feasibility grants.
The groups investigating HMO involvement say that except for staff model HMOs, all other types are being considered. Predictably, these groups list themselves as the most desired sponsor of a new HMO.
Other preferred sponsors include health insurance companies, employer and industrial organizations, medical societies, employee associations and unions, but almost no interest was indicated in Blue Cross/Blue Shield sponsorship.
Of the 18 percent of the surveyed groups that say they were currently involved with HMOs (survey group 3), a third are involved with IPAs, over half are associated with some type of group model HI~IO, and a small number provide services to staff model HMOs. Over a quarter of these groups are sponsored by Blue Cross/Blue Shield, and the rest by a cross section of other sponsors, including themselves, health insurance companies, medical societies, hospitals, governmental agencies, and employer and employee organizations. Almost 75 percent of the HMOs with which these groups are affiliated are either federally qualified or plan to seek qualification in the next two years. However, the rest of the affiliated HneOs are not only not federally qualified but also have indicated no interest in becoming qualified in the future.
All of the group administrators surveyed were asked what barriers they see to future HMO involvement. With the exception of groups with little HMO involvement, most agree that the &dquo;lack of understanding about Hl~IOs on the part of corporate purchasers of health benefits&dquo; is a major obstacle to HMO growth and hence their own participation. For those substantially involved with HMOs, the lack of sufficient capital for expansion to meet demand is cited as a major obstacle. Most of the administrators also listed federal and state regulations as a hindrance as well as ineffective HMO marketing (and restrictions on HMO access to employees).
The advantages of HMO relationships cited by the groups in addition to the &dquo;improved cash flow&dquo; and &dquo;increased sensitivity to cost effectiveness&dquo; cited earlier are the HMOs &dquo;well defined patient population for better planning of services and finances&dquo; and &dquo;increased growth of their medical group.&dquo; Interestingly, the groups with relatively little HMO involvement indicated &dquo;improved patient satisfaction&dquo; as an advantage while groups with more involvement did not list this as an advantage.
Among the responses to the open-ended question of why a group has not become involved with HMOs: &dquo;Success of fee-for-service practice, lack of competitive pressure to organize an HMO, lack of inhouse capability to provide complete services, and lack of interest in organizing multifaceted models.&dquo; And, &dquo;We are quite new with young doctors, and we aren't sure about the long-range right now. When we are more stable we will be very interested. HMO members wait about the same amount of time for a scheduled physician appointment as patients of multispecialty, fee-for-service physician groups, according to an unprecedented, five-year study of group practices across the country. Completed at Mathematica Policy Research, a Princeton, New Jersey-based think tank ... the study is believed ... to be the most comprehensive analysis ever undertaken of the economics and structure of medical group practice. The finding about waiting time for HMO members is one of many of the study's conclusions that either contradicts previously held notions about differences between fee-for-service and prepaid groups or provides new evidence about those differences. For example, other, more limited, studies have shown slightly shorter appointment waiting times for HMO members but longer office waiting times. The Mathematica study, however, found that for both fee-for-service groups and predominantly prepaid groups it took most patients slightly over one week to obtain most types of appointments. But it took HMO members two less days to see an obstetrician/gynecologist than fee-for-service patients, averaging slightly over 12 days compared to 14 days. Office waiting time for HMO members was slightly less for all types of appointments, 18.3 minutes compared to 20.3 minutes for the fee-forservice groups. The study also found that HMO waiting time for internal medicine appointments was slightly longer, 10 days compared to 8 days. Other appointment waits for general,~family practice, pediatrics, and general surgery were found to be comparable for both types of groups.
An unusual feature of the Mathematica research was its sample size and range of detail. An exhaustive list of all known medical groups was assembled by the researchers in the following specialties: general surgery, general/family practice, pediatrics, internal medicine, and obstetrics/gynecology. A total of 957 groups representing 6,342 physicians were selected for the final study, following an extensive set of tests to ensure statistical validity. (A major stumbling block for the researchers was survey clearance by the federal Office of Management and Budget, but the authors say the clearances required them to be scrupulously objective in their overall findings.) From the overall sample, the researchers identified 179 groups that had received some income on a capitated basis. But of these, less than 50 percent received over half their income from prepaid patients.
Importantly, in assessing the differences between HMO and fee-forservice groups, the study included only those groups with a majority of capitated income as prepaid groups. The balance were treated as fee-for-service groups. Within prepaid group samples, there were 698 physicians. The prepaid groups were located primarily in the West and Northeast, but groups from the South and from North Central states were also included.
Dr. Uwe Reinhardt, one of the study's principal authors and a professor of economics at Princeton University, says one surprise produced by the research was the difference between prepaid and feefor-service groups in the amount of work delegated to nonphysician personnel. He found that fee-for-service physicians are slightly more likely to delegate the taking of initial patient histories and blood pressures than are prepaid physicians. Before this research, he said he would have expected the opposite, due to the &dquo;explicit&dquo; physician productivity guidelines present in many prepaid groups but absent in most fee-forservice groups. &dquo;If anything,&dquo; he says, &dquo;in theory you might expect that the prepaid groups would delegate more responsibilities, but in fact they do not. The physician productivity measures in prepaid groups (number of patients seen) does not seem to affect the way in which they practice. In fact, overall there do not appear to be significant differences in the style of practice between the two groups.&dquo; One major difference between the groups, however, is that prepaid groups employ 28 percent more support staff per full-time physician than do fee-for-service groups, with costs for those staff as much as 41 percent higher. However, most of these costs are attributed in the study to administrative tasks of a nonmedical nature.
Interestingly, the study found that pediatric office visits in prepaid groups were significantly longer than those in fee-for-service groups.
Prepaid pediatric visits averaged 25.2 minutes compared to 18.2 minutes for the other groups. But for the other specialties, office visits were comparable, averaging close to 21 minutes for both types of groups.
Dr. Philip Held, another of the study's principal authors and who is associate director of Northwestern University's Center for Health Services and Policy Research, says that a particularly interesting finding was that surgical work loads were comparable between the two types of groups. The main difference is that prepaid groups employ far fewer surgeons, he says. And the prepaid surgeons were far more likely to perform operations on an ambulatory basis, he notes.
Other hospital-related findings are that the number of hospital admissions per group physician increases as the number of surgeons in the group increases. This the authors say is predictable, but two other findings were not. For one, hospital admissions also increased as the number of pediatricians in the groups increased and as the size of the groups increased.
Prepaid groups are far more likely than fee-for-service groups to employ female physicians, according to the study. Overall, the prepaid groups reported 16 percent female physicians compared to 3 percent for the fee-for-service groups. By specialty, women represented 24 percent of the prepaid obstetricians!gynecologists compared to 4 percent fee-for-service and 29 percent of the prepaid pediatricians compared to 8 percent in the other groups.
The amount of time both types of groups spent seeing patients in their offices was comparable for all specialties except for obstetricians/ gynecologists. Prepaid ob/gyn spent 24 percent less time seeing office patients than their fee-for-service counterparts. All categories of prepaid physicians spent approximately 10 to 15 percent less time seeing patients, but the authors attribute this difference almost entirely to the (lower) nuinber of hospitalized prepaid patients.
Dr. Held says the study's major implication is that prepaid groups do not appear to have significant differences in their style of practice compared to fee-for-service groups as far as ambulatory care is concerned. Savings for HIVIO members seem to be almost entirely attributable to reduced hospitalization, he says, despite clear differences in the economic incentives for both types of groups. The fee-for-service groups have strong economic incentives to increase physician income -as patient visits increase beyond a predetermined amount each week, fee-for-service group physicians can increase their income by almost 40 percent. In contrast, prepaid groups rely on other mechanisms such as productivity guidelines to achieve their objectives, according to Dr. Held.
Both Drs. Held and Reinhardt caution against generalizations about the implications of their HMO findings. As an example, they cite the number of hours worked for both types of groups. The survey did not include such things as time spent on committees and educational activities which are a significant factor for prepaid groups. And several other of the research's areas such as number of patients seen and amount of time spent seeing patients both in an office setting and in a hospital do not consider health status or outcomes, leaving many questions unanswered. But the authors do hypothesize that because they could not identify any significant differences in the organization of (ambulatory) medical services between the two groups, &dquo;whatever savings in the cost per patient year that are achieved by prepaid groups appear to derive primarily from the composition of the treatment packages going into the management of particular illnesses or into the maintenance of individuals' health status .... the main difference appears to be in the use of hospital care.&dquo;
